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ABSTRACT 
The existence of a separate risk management committee (RMC) in non-banking and 
non-financial companies is seen as very important. It serves as a crucial element in risk 
management process and as a corporate governance mechanism. This study 
investigates the relationship between the existence and characteristics of a RMC and 
modified audit opinion issued by the auditors for the non-banking and non-financial 
companies listed on Bursa Malaysia. Data is collected from the annual reports of 300 
companies for the period of 2004 until 2009. Both descriptive and multivariate 
analyses are employed to address the research objectives. The results indicate that a 
separate RMC is negatively related to acceptance of modified audit opinion. 
Meanwhile, RMC's members with accounting and financial background also reduce 
the acceptance of modified audit opinion. For RMC's members sitting on more than 
one board committee, the probability of the company receiving modified audit opinion 
is higher. Further, companies experiencing modified audit opinion and losses during 
prior accounting years as well as higher leverage are positively associated with the 
acceptance of modified audit opinion. Lastly, companies with more than one business 
segment reduce the acceptance of modified audit opinion. The findings provide 
empirical evidence on the development and importance of the existence and 
characteristics of a RMC for the quality of companies' financial reporting. The 
existence of a separate RMC in non-banking and non-financial companies can reduce 
the acceptance of modified audit opinion due to risk reasons. Thus, regulators .and 
policy makers need to note the importance of the existence of a separate RMC in non- 
banking and non-financial companies as well as some characteristics of the committee 
that contribute to its success. 
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ABSTRAK 
Kewujudan jawatankuasa pengurusan risiko (RMC) berasingan di dalam syarikat- 
syarikat bukan perbankan dan bukan kewangan adalah dilihat sebagai sangat penting. 
Ia merupakan sebagai satu element yang sangat penting di dalam proses pengurusan 
risiko dan sebagai satu mekanisma tadbir urus korporat. Kajian ini menguji hubungan 
antara kewujudan dan ciri-ciri RMC dan laporan audit tidak baik yang dikeluarkan 
oleh juruaudit-juruaudit bagi syarikat-syarikat bukan perbankan dan bukan kewangan 
yang tersenarai di Bursa Malaysia. Data dikurnpulkan daripada laporan tahunan 
syarikat-syarikat sebanyak 300 sampel bagi tempoh 2004 sehingga 2009. Kedua-dua 
analisa descriptive dan multivariate digunakan untuk mencapai objektf-objektif kajian. 
Hasilnya menunjukan jawatankuasa pengurusan risiko secara berasingan mempunyai 
kesan secara negatif dengan penerimaan laporan audit tidak baik. Selain itu, ahli-ahli 
jawatankuasa pengurusan risiko yang mempunyai latarbelakang perakaunan dan 
kewangan juga berkemungkinan mengurangkan penerimaan laporan audit tidak baik. 
Bagi ahli-ahli jawatankuasa pengurusan risiko yang berstatus lebih daripada satu ahli 
jawatankuasa lembaga pengarah, kemungkinan untuk syarikat menerima laporan audit 
tidak baik adalah lebih tinggi. Seterusnya, syarikat yang berpengalaman menerima 
laporan audit tidak baik dan kerugian bagi tahun-tahun perakaunan sebelum ini dan 
juga hutang yang tinggi mempunyai hubungan secara positif dengan penerimaan 
laporan audit tidak baik. Akhir sekali, syarikat yang mempunyai segmen perniagaan 
yang lebih daripada satu berkemungkinan akan mengurangkan penerimaan laporan 
audit tidak baik. H a i l  kajian menyediakan bukti ilmiah ke atas perkembangan dan 
kepentingan kewujudan dan ciri-ciri jawatankuasa pengurusan risiko untuk kualiti 
laporan kewangan syarikat-syarikat. Kewujudan RMC berasingan di dalam syarikat- 
syarikat bukan perbankan dan bukan kewangan dapat mengurangkan penerimaan 
laporan audit tidak baik yang di sebabkan oleh risiko-risiko. Oleh itu, pihak berkuasa 
dan pembuat polisi perlu mengambil kira berkenaan kewujudan RMC berasingan di 
dalam syarikat-syarikat bukan perbankan dan bukan kewangan dan juga beberapa ciri 
jawatankuasa tersebut yang menyumbang kepada kejayaannya. 
Kata kunci: jawatankuasa pengurusan risiko; risiko; laporan audit tidak baik; 
Malaysia 
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CHAPTER ONE 
INTRODUCTION 
1.1 Background and Motivation of the Study 
The objective of the study is to examine the relationship between the risk 
management committee's characteristics and modified audit opinion issued by the 
auditors in Malaysia. At the Corporate Governance Week 2010 and 201 1 which was 
jointly hosted by the Securities Commission (SC) of Malaysia and Bursa Malaysia 
(BM), both chairmen of these regulatory bodies stressed on the risk management 
process and awareness of board of directors (BODs) on those processes as key 
elements in the corporate governance practices of a company. The remark was 
directed to the BODs as key persons for establishing and implementing good risk 
management processes in the company. The remark was also a signal to the BODs to 
pay more attention to the company's risk management profile and the establishment 
of a committee at the board level that concentrates on the risk management profile of 
the company. 
For a company to ensure that the board or board committee that is responsible for the 
risk management profile is operating well, the committee must possess strong 
attributes or characteristics. In this study, the researcher has chosen the risk 
management committee (RMC) as the main variable that formulates the study's 
framework. Some indicators are used to measure the effectiveness of that committee, 
such as professional audit opinion issued by the auditor as well as some other 
indicators. Based on the observation and data gathering, there are more than 150 
The contents of 
the thesis is for 
internal user 
only 
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